
3.504(b) Maximum of Equalized Value 


The undepreciated Replacement Cost (URC) arrived at under the Boeckh 

system shall not exceed $28,600 per bed
for allowances calculated under 

these Methods. Where this maximum is exceeded, the Depreciated 

Replacement Cost (DRC) used to calculate equalized value will be 

adjusted proportionately. 


This limitation can be expressed: 


For Boeckh URC = The Boeckh undepreciated Replacement Cost after 
Section 3.504(a) square footage adjustments; 

Boeckh DRC = The Boeckh Depreciated Replacement Cost after 
Section 3.504(a) square footage adjustments; 

URC = Allowable undepreciated Replacement Cost (the lesser of 
Boeckh URC or $28,600) - .  

the allowable Depreciated Replacement cost (DRC) is calculated 
as: 

DRC - (Boeckh DRC/Boeckh URC) * URC 

3.504(c) Calculation of Equalized Value 


The equalized value (EV) is calculated as: 


EV - DRC + .05 URC + .03 DRC 
Where .05 of the allowable URC (from 3.504(b)) is the adjustment for the 

land value and .03 of the allowable DRC (from 3.504(b)) is the adjustment

for land improvements. 


3 3 0 5  Service Factor - Existing Facilities 

The service factor for beds licensed before July 1, 1984 is 5.2% 


3.506 Movable Equipment Allowance 


A standard allowance of $.90 per patpatient per day will be used to 

reimburse all costs associated with movable equipment. 


3.507 Property Insurance 


The lesser of $.16 or actual cost per patient day will be used to 

reimburse property insurance costs. The per patient day amount will be 

calculated using the greater of 85.0% or actual occupancy based on 

average licensed beds during the cost report period. 




3S O 8  Property Payment Allowance - New F a c i l i t i e s ,  Replacement F a c i l i t i e s  
and SignificantLicensed Bed IncreasesAfterJuly 1, 1984. 

As a component of the A p r i l  1, 1986, t o  June 30, 1986 reimbursement, 
the Property Payment Allowance f o r  new f a c i l i t i e s  and f a c i l i t i e s  w i t h  
s ign i f icant  l i censed  bed increases w i l l  be a per  pa t ien t  per  day amount 
based on theservicebasedvalueofthefacil i ty as defined below. The 
in t en t  of t h i s  allowance I s  to reimburse the provider for the value of 
theservicesrendered byan e f f i c i e n t ,  economic physicalplant.This 
allowance, while relying on a commercial valuation based on an 
i n d i v i d u a l  f a c i l i t y ' s  c h a r a c t e r i s t i c s ,  is notbased on the  actual cos t s  
of the individual  faci l i ty ,  thereby providing an incent ive t o  incur  
ac tua l  cos t s  equa l  t o  o r  less than the service based value. 

I n  determiningwhether an increase  in  l icensed  bed8 is "significant",  
t h e  de f in i t i on  from sec t ion  1.303 of the 1985-86 Methods w i l l  be 
applied. 

3.509 Service BasedValue - Newly LicensedFaci l i t ies ,Total  Replacement 
f a c i l i t i e s  S i g n i f i c a n t  Licensed Bed Increases 

The service based value i s  a per patient per day amount based on an 
imputedequalizedvalue, as l imited by a maximum, and a serv ice  fac tor  
determined by the Department. The service f ac to r  when appl ied  to  the  
equalizedvalueproduces t h e  basic  component ofthepropertyallowance. 
A standard per patient per day amount t o  reimburse a l l  costs  associated 
with movable equipment, a per  pat ient  per  dayallowance for  property 
insurance costs and an allowance for amortization of the imputed "soft  
costs" of construction w i l l  beadded other  basic  component t o  form the  
service based value. 

The service basedvalue (SBV) canbeexpressed as: 

For SF = theservicefactor  from sec t ion  3.512 
EV = the equalized value from sec t ion  3.511 

OCC = the occupancy r a t e  from sec t ion  3.510 
ME thestandardallowancefor Movable Equipment cos ts  

from sect ion 3.513. 
P I  = thePropertyInsuranceallowance from sect ion 3.514 
SC = the soft  cost  allowance from sec t ion  3.515 

then: 
SBV = ([SF*EL]/[OCC*365]) + ME + SC + P I  

3.510 	 Occupancy Rate - Newly LicensedFaci l i t ies ,Total  Replacement 
Fac i l i t i es ,  Fac i l i t i es  wi th  S igni f icant  Licensed  Bed Increases 

In calculating the service based value for total  replacement facil 

i t i e s ,  a uniformoccupancy r a t e  of 94% w i l l  beused to  ca l cu la t e  t he 
-basic  component. 

In  calculat ing the service based value for  newly l i c e n s e d  f a c i l i t i e s  



and facilities with significant bed increases, the occupancy as allowed 

under sections 4.320 and 4.420 of the July 1, 1985 Methods of 

Implementation will be used for thetwelve month start-up period. 

After completion of the start-up period, the 94% standard-.occupancy 

will be applied. 


3.511 	 Equalized Value - Newly Licensed Facilities, Total Replacement
Facilities, Facilities with Significant Licensed Bed Increases 

The equalized value willbe derived from the E.H. Boeckh Commercial 
Valuation System as modified by the Department to recognize land and 
land improvements. This value will not be modified due to any recent 
sales price, due to market value determined by a certified appraisal on 
behalf of the facility, or by the assessed value on the property tax 
rolls. 

The total value of the facility will be thesum of the valuesde

termined for the separate sections of the facility. The value per bed 

will bethe total value divided by the total licensed beds. 


3.511a) Allocations of Square Footages 


The value derived from the Boeckh valuation willbe adjusted to exclude 

areas not related to routine services. To the extent possible, this 

adjustment will bebased on the square footages used in the Boeckh 

valuation. Adjustments will not be made if the .totalsquare footage of 

such areas is less than one percent (1%) of the gross floor area. 


3.511(b) Maximum on Equalized Value 


The undepreciated Replacement Cost (URC) arrived at under the Boeckh 

system shall not exceed $28,600 per bedfor allowances calculated under 

these Methods. Where this maximum is exceeded, the depreciated 

replacement cost used to calculate equalized value will beadjusted 

proportionately. This limitation can be expressed: 


For Boeckh URC = The Boeckh undepreciated Replacement Cost after 
section 3.511(a\ square footage adjustments; 

Boeckh DRC = The Boeckh Depreciated Replacement Cost after 
section 3.511(a) square footage adjustments; 

= Allowable undepreciated Replacement Cost (lesser of Boeckh 
or $28,600) 

The allowable Depreciated Replacement cost (DRC) is calculated 
as: 

DRC = (Boeckh DRC/Boeckh * 



The equalized value (EV) is calculated as: 


EV = DRC + .OS URC + .03 DRC . . 

where .OS of the URC (from 3.511(b)) is the adjustment for land value 
and .03 of DRC (from 3.511(b)) is theland improvement value allowed. 



3.512 	Service Factor - Newly Licensed Facilities. Total Replacement
Facilities. and Facilities with Significant Licensed Bed Increases. 

For purposes of calculating a property payment allowance, a service factor 

as calculated in section 3.512(a) will be applied to the equalized value of: 


(3) 


A service 


New building areas originally licensed on or after July 1, 1984, 

for facilities with significant licensed bed increases as defined 

in section 1.303 of the July 1, 1985 Methods of Implementation. 


New facilities defined under section 1.304 of the July 1, 1985 

Methods of Implementation and licensed on or afterJuly 1, 1984. 


Total replacement facilities as defined under section 1.305 of the 

July 1, 1985 Methods of Implementation and originally licensed on 

or afterJuly 1, 1984. 


factor of 5.2% will beapplied to all other new construction. 


3.512(a) Service Factor for Newly Licensed Facilities Total Replace

ment Facilities and Facilities with Significant Licensed Bed Increases. 


Where a facility is first licensed from July 1, 1984 to June 30, 1985, 

the service factor will be a weighted average of 12.7% and 5.2% with 

the weighting based on the number of months between the month of 

licensure and January, 1986. 


The equation for this weighted average is: 


For A = the number of months between licensure and 
January, 1986, and 

SF = The Service Factor; 
Then: SF = ([240-A)/240]*.127) + ([A/240[*.052) 

Where a facility is first licensed fromJuly 1, 1985 to June 30, 1986 

this same weighting procedure will be applied to factors of 11.9% and 

5.2%. The resulting equation is: 


SF = ([(240-A)/240]*.119) + ([A/240]*.052) 
3.513 Movable Equipment Allowance - New, Replacement and Expanded Facilities 

A standard allowance of $.90 per patient per day
will used to reimburse all 

costs associated with movable equipment. 


3.514 	Property Insurance - New Facilities, Replacement Facilities 
and Facilities with Significant Licensed Bed Increases. 

The lesser of $.16 or actual cost per patient day atthe greater of 85.0% or 

actual occupancy based on average licensed beds during the cost report 

period will be used to reimburse property insurance costs. during the 

start-up period for newly licensed facilities and facilities withsignificant 

increase in licensed beds the minimum occupancy for start up periods will be 




applied per sections 4.320 and 4.420 of the July 1, 1985 Methods. 


3.515 Soft Cost Factor . .  

An additional allowance for certain construction related costs such as 
certificate of need costs and interest during construction will be cal
culated as a percentage of the undepreciated replacement cost as determined 
under section 3.511(b), limited to $28,600 and indexed to the year of 
initial licensure. The percentage will be 15 percent for facilities 
beginning service on or between July 1, 1984 and June 30, 1986. The 
resulting amount will be amortized over 20 years. The per patient per day 
amount will bebased on the occupancy percentage used to calculate the basic 
component of the service based value. 

This allowance applies only tonew construction described under Section 

3.508 that is, newly licensed facilities, total replacement facilities and 

the newly constructed sections of facilities with significant licensed bed 

increases. 


The soft cost allowance (SC) for the period July 1, 1984 to June 30, 1986 

can be expressed: 


Where URC - The undepreciated replacement cost from Section 
3.51(b) and 

occ - the occupancy rate as described in section 3.510; 
F - indexing factor to year of initial licensure 

Then: SC - (1/20) * F * (I.15*URC)/[Occ*365]) 
For new construction initially licensed during the period July 1, 1984 t o  
June 30, 1985 the indexing factor (F) is. 9825. For new construction 
initially licensed during the period July 1, 1985 to June 30, 1986 the 
indexing factor (F) is 1.0000. 

3.516 	 Departmental Authority for Interpreting Special Circumstances for 

Existing Facilities 


The Department may treat a completely renovated facility as a total 

replacement facility if requested by the facility. Also, replacement 

beds constructed and licensed on or between July 1, 1984 and June 30, 

1985 may be treated as new beds for calculation of the service based 

value. Such treatment of replacement beds shall not be treated as a 

reduction in existing beds. This authority will not existed to any 

facility or area licensed on or after July 1, 1985. 


3.517 Significant Decreases in Licensed Beds On or After July 1985 


When a facility significantly decreases its licensed bed capacity on or 
after July 1, 1985, and takes the de-licensed building a r e a s  out of 
use for nursing home services, then the property payment allowance will 
be recomputed in order to exclude those building areas. 

3.518 Property Payment Allowance - State Centers for the Developmentally
Disabled 



The property payment allowance for the statecenters w i l l  be the 
capital allowance in effect for June 30, 1985. 



- -  - -  

-- 
Dietary  

-- 

donated/surplus  

d i e t a r y   

S c h e d u l e1 6  

O T H E R  R E V E N U E S  
# 

I _ 

y1 A. CAFETERIA & DIETARY REVENUE Revenue 
Amount inc luded i n  foodsupplyexpense 

...s 1. Donated & Surplus Food commodities $ commodit ies $for 
.A , 

! (  . 2 .  Suppl ies . . . . . . .  -- Cost o fs o l dSold.  s u p p l i e s  ( i f  known) $ 
. I C  , 

3. MealsSold To Employees. . . . . . .  Transfer  To Schedule 25A, L i n e  10 

4.  Meals On Wheels - Meals On Heels . . 
5. OtherMealsSold . . . . . . . . . .  

TOTAL REVENUE . . . . . . . .  .$ EXPENSES DIRECTLYASCRIBABLE TO -OR- IDENTIFIABLE WITHREVENUE
Sa. DIETARY 

( A )  (8 )  ( C )  (0)
LineMISCELLANEOUS SERVICES & MATERIALS Revenue Re la tedD i rec t  Where i s  expense? Schedule 

Expense ( I f  Known) - -Cost  Center Name-- Number Number 

6a. P r i v a t e  Pay Residents'  
PersonalLaundryServices $ 

6b.OtherLaundryServices(Describe) 

7 .  Dry CleaningServices. . . . . . .  
8. Sa le  o f  personalHygiene items . . 
9. T ranspor ta t i on  . . . . . . . . . .  

10. Beauty and Barber Shops. . . . . .  
11. Gift Shop. . . . . . . . . . . . .  
12. CanteenandSnackCounter. . . . .  
13. VendingMachines . . . . . . . . .  
14. Sale o f  C lo th ing  . . . . . . . . .  
15. T e l e v i s i o n  andRadio . . . . . . .  
16. TelephoneandTelegraph. . . . . .  

MISCELLANEOUS17. TOTAL SERVICES & $ 
MATERIALSREVENUE 

(L ines 6a t o  16) 

Schec 1 6  O t h e r  Re\ !S 16  Sche  



-- 
2 


-- Schedule 17 # 

OTHERREVENUES 

OF rental REVENUES 

REVENUE RENTAL Revenues 1 What is r en ted?  Square Rented Provided Rent 
I

C. 	 Feet Services For
I

18. Equipment Ren ta l  .................... i...........$ 

19. Renta l  O f  Nursing Home Space.. .................. 
20. Ren ta l  Of Non-Nursing Home Space..... ........... 
21. 	 Parking .......................................... 

.. 

! la .  TOTAL RENTALREVENUES.. ......................... $ 

(Lines 18 t o  21) FOOTNOTE - R e f e rt ot h ef o l l o w i n gs c h e d u l e sa n dt h e i ri n s t r u c t i o n s  ' 

r e g a r d i n g  t h e  a l l o c a t i o n  of expensestotherentedequipment  
o r  bu i ld ing  space .

D. MAJOR REVENUE GENERATING ACTIVITIES -- Schedulesand 25B - A l l o c a t i o n  of GeneralServiceExpensee
RevenuesASSOCIATEDWITHNURSING HOME PROVIDER - -- Schedule 29 - HeatingFuelandUtil i tyExpense 

22. Another T i t l e  X I X  Nursing Home Provider......... $ 

23. 	 Hospital........................................ 
5

24. A Non-Title X I X  Nursing Home Unit............... 

25. A Non-Title X I X  R e s i d e n t i a l  F a c i l i t y  (CBRF) ..... 
26. RoomAnd BoardUnit O r  Structure................ 

27. ApartmentUnits................................. 

28. Child Care Institution..........................SeeSchedule 
2 9 .  A School........................................ 

30. OutpatientMentalHealthClinic... . . . . . . . . . . . . . .  

31.  Elde r ly  Or Retarded Day Care.................... 

32. Elde r ly  Home Care............................... 

33. Farm.......... .................................. 
3 4 .  OtherAc t iv i t i e s(Desc r ibe )  

35. 


36. 


37. 	 TOTAL REVENUES FROM OTHER MAJOR ACTIVITIES 
(Lines 22 t o  36) 

a c t i v i t y  are r e p o r t e d  i n  t h i s  c o s t  r e p o r t .  m i  
'U a.

4 for more d e t a i l s  on t h er e p o r t i n g  of expens@ Q &  e 

-o r  Sec t ion  700 of the  Bookle t" .  .$,E3"Ins t ruc t ion  
E B O "  

$ '  
' 

Schedule  17 OtherRevenues Schedule 17 



- -  - -  

b) 

Other  l e   

Schedule18 # 
O T H E R  R E V E N U E S  . 

E. SALES TO RELATED ORGANIZATIONS (Describe) - H. SUBSIDY GRANTSRevenues FORGOVERNMENT SUBSIDIZED EMPLOYEES Revenyes, . , ~ 

*?n
JO. 3 
39. 
40. 	

JU. h '. 
41, TOTAL TOSALESRELATED ORGANIZATIONS ........... $ 57. TOTAL GRANTS FOR GOVERNMENT SUBSIDIZED EMPLOYEES

(Lines 38 t o  40) (L ines  54 t o  56) $ A 
(Seeandrespond t o  f o o t n o t e  a t  l i n e  64 belowfor above i tems)  ( I d e n t i f y  r e l a t e d  s a l a r y  expense on Schedule @) T', 

y- - e
INTEREST F. AND INVESTMENT REVENUE Revenues I. GRANTS, CONTRIBUTIONS, DONATIONS revenues 

e).'*
42. 	 I n v e s t e dG i f t s  and Grants. Revenues f rominves ted  58. Donated Services (See Footnote 64 below) ....... $ ;g ! l j
g i f t s  and grantsfunds - wh icha rephys i ca l l y  

Footnoteseparate and n o tc o m i n g l e dw i t ho t h e rf u n d s .  $ 59. Donated Supplies and M a t e r i a l s  (See 64) 

43. WorkingCapital .  Revenue frominvestedfundswhich 60. GeneralDonations And Con t r i bu t i ons  .............. 
a r e  r e g u l a r i l y  used t o  fund currentcash needs. 61.Donor R e s t r i c t e d  Funds Used TorCurrentOperations 

invested44. Other. Revenue from funds ............ (SeeFootnote 64 below) 

62. TOTAL GRANTS, CONTRIBUTIONS, DONATIONS ........... $ 
INVESTMENT 445. TOTAL REVENUE ....................... $ (L ines 58 t o  61) v1 

V I  d(Lines 42 t o  44) 63. FOOTNOTE - Donor R e s t r i c t e d  Funds Used For rc.46. FOOTNOTE - I f  totalinvestmentrevenueexceeds $6000, thendescr ibe P lan t  A s s e t  Purchases & DebtRetirement *- --I oc 
majorinvestments(type,invested amount, purpose i f  any) I t o  t r a n s f e r(Do n o t  s c h e d u l e  $ 

0 0 
64. FOOTNOTE - F o rl i n e s  58, 59, and 61 above. Attach a sheet I 4 3  

descr ib ingi tems,  amount o f  r e l a t e d  expense repor ted i n  t h i s  c o s t  
repo r t ,  andwhere the  expense i sr e p o r t e di nt h ec o s tr e p o r t .  

~~ ~~ 

J .  OTHERREVENUES (Describe) Revenues 

65. 

G .  GAINS (LOSSES) ON DISPOSAL AND SALE OF ASSETS Gain(Loss) 66. 
47. Land ........................................... $ 

67.
48. LandImprovements, Bui lding,FixedEquipment ... 
49. HoveableEquipment ............................. 
50. Transpor tat ionVehic les ........................ 
51. InvestmentSecur i t ies .......................... 

OTHER52. 	 Other Assets 69. TOTAL REVENUES ............................ $ 
(L ines 64 t o  68) 

53. TOTAL (.LOSSES) ON DISPOSAL OFGAINS ASSETS ..... $ 
(Lines 47 t o  52) -

S l u l e  18 'enues Schr 1 8  


